DEC 23 1981

N

Dear Sir or Madamt .
Your application for exemption from Federal income tax as an organization
described in Section 501(c¢) (3) of the Internal Revenue Code haa boen given
consideration.

The evidence presented disclosed that you were incorporated on _.
under the I Nonprofit Corporation Act.

Your purposes briefly stated, are to preserve and propagatc all varieties
of Game, Ornamental, and Caged pet birds and animals, to assist breaders

of such to secure stock and/or markets for sams, and to create new markets
through educating the public, Your primary activities are a womthly meet-
ing, publication of several newsletters each year, and publishing an annual
membership directory.: The newsletters are primarily composed of advertige-
ments by members offering to buy, sell, or swap various exotic animals or
related equipment. The annual directory is almost exclusively a listing of
members names, addresses, telephone numbers, and the various types of wild-
life each sells, Your membership totals I, of which an estimated X
are engaged in breeding or other animal-related business pursuits,

Section 501 (a) of the Internal Revenue Code of 1954 ﬁrovidas for the
exemption of certain organizations described in subsection 501 (e).

"(4) Corporations, and any community chest, fund, or fcundation,
organized and operated exclusively for religious, charitable,
scientific, testing for pub'ic safety, literary, or educational
purposes, or tu foater national or international amateur sports
competition (but only if ro part of its activities involve the
proviston of athletic facilitles or equipment), or for tha pre~
vention of cruelty to children or animals, no part of the net
carnings of which inutes to the benefit of sny private share-
halder or individual, no substantial part of tha activities of
which 1z carrying on propaganda, or otherwise attempting to
influence lengislation (except as otherwise providad in
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subsection (h)), and which does not participate in, or intervens
in (in:luding the publishing or distributing of statamants), sy
political campaign on bahalf of any candidats for public oftica."‘

Section 1.301(ec)(3)=1 of the Income Tax Regulationa ralntou to tho Db
definition of the organization and operation of ovganizations dclcribcd
in Section 501(c) (3). It reads, in part, as follows!

"In order to be exampt as an organization daserihed in .
Section 501(e)(3), an organization must ba both organized

and operated exclusively for ona ar more of the purposes .
specified in such nectfon, If an organization fails to - T
ment elther the organizational test or the operational . v
teat, it is not axempt.~--The term 'exempt purposa or K
purposes', as used in this section, means any purpose or
purposes specifiad in Section 501(c) ()= "

"An organization 1s organized exclusively for one or worae
exempt purposes only 1f its articles of organization——
liwit the purposes of such organization to one or more
exempt purposges,"

"An organization will be regarded as 'operated exclusively'
for one or more exempt purposes only if it engages primarily
in activities which accomplish ona or more of such exempt
purposes specified in Section 501(e¢)(3). An organization
will not be 30 regarded 1f more than an insubstantial
part of 1ts activities 18 not in furthaerance o£ an exampt
purpose."

"An organization 1s not operated exclusively for ona or more
exempt purposes if its net earnings inure in whole or in .,
part to the benefit of any private shareholders or 1nd1viduall."

Section 1.501(c)(3)~1 of the Income Tax Regulations sets forth the
organizational and operational tests in respect to distribution of agsets
oun isselution and during oparation, and reads, in part, as followsy~-

An orepanlzation {s not organized exclusively for one or more
egempt purposes unless its assets sre dedicated; to an exempt’
surpose.  An orpanization's assets will be considared, dadicated

to an exempt purpose, for example, if upon dissolution, such' ., ': «
asaets would, by reason of a provision in the organization'.
articles or by operation of law, be distrituted for'dme ot
~ore exempt purposes, or to the Faderal guvernment, or to a‘
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State or local government, for a publiec purposs, or would be
dintributed by a court to another organization to ba uged In
such manner as in the judgment of the court will bast accom=
pliash the general purposes for which the dimsolved organiza-
tion wamr organized."

Moreover, nn organizaticn is not organized or operated exclusively for
one or rorn exempt purpolea specifled in Section 301(e) (3) wnless i

sarves A public rather than a private interast. To meat thim ruquire~
ment, it 18 necessary for mi organization to establish claarly ithau it
1s not organized or operated for the benafit of any privata intsrests,

‘ha powers granted to you under your Articlee of Incorporation, suzh as
to do all and evaerything necessary or suitable for the acconmplishmant of
your purposes, and to engage {n any lawful business and to anioy all tha
rights and privileges confarred on not=for=profit corporations by the
State of I are too broad to come within the purviaw of

Section 501(c)(3) of the Coda.

In nrder to comply with the requiraments of tha organizational test, the
oryanization's purposes as net forth in its creating document cannot ba
broader than the purposes set forth in Saection 3501(¢)(3) of the Coda.
Since your purposes are not "exclusively" limited to thoass purposes
apecified {n Section 501(e)(3), you fail to meet tha organizational
test. .

Based upon Information submitted it appeara that your activities inure to
the benafit of individual members and their businesses by meana of the
substantial personal advertising within the newslatters and annual directory.
Your activitien do not clearly ectablish that jyou are operated for public
rather than private interests. .

Tuerclore, we have concluded that you do not qualify as an organization
described in Section 501(e)(3) of the Code.

You are required to file Faderal income tax returns annually ou ?or& 1120,

(f vou do oot asree with these conclusions, you may, within 30 days -

Traw tae Jdate of this proposed adverse determination letter, appeal

to the Portonal Offica through this Key District O0ffice. Your appeal
should contain the infornation Jdescribed undar Reglonal Office Appeal

{n the epclosed Peblication 4392, and should bo mailed to this office.

the Uerfoaal Offfee will let you know what action they take, and will

et o late and place for any conference to be held, If a written pro-~

test is wot recelvad within the above time period this determination .
Letter will be final, ' ' . S
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Section 7428(b)(2) of the Internal Revenue Code provides, in psrt, that:

"A declaratvry judgment or decree under this section shall
not be issued in any proceeding .mless the Tax Court, the
Court of Claims, or the dietrict court of the Unitad Statas
for the District of Columbia determines that the organiszation
involved has exhausted administrative ramedies available to
it vichin the “nternal Revenue Service."

I1f you do not protest this proposed detarminstion in a timely manner, it
will be considered by the Internal Revenue Service as a failurs to exhauat
available administrative remedies.

This i3 a determinaticn Lettear.

Sincerely yours,

s1gnea [N

District Director

Enclosure




